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RE: In the Matter of Federal State Joint Board on Universal Service
CC Docket No. 96-45
Informal Complaint

Dear Madam/Sir:

In September 1996 - six months after the Commission proposed changes in its rules relating
to the USF and PICC obligations of interexchange carriers - MCI and Federated entered into
a contract under which Federated committed to purchasing more than $40 million in
regulated services in return for certain commitments by MCI, including a commitment to
charge Federated only for items enumerated in the contract. Increases in MCl's USF or
PICC costs may not be charged to Federated under the Federated/MCI contract.

Despite the fact that MCI is contractually bound to forego any rate increase prompted by
changes in its costs relating to these matters, we are concerned that paragraph 851 of the
Commission's Universal Service Order may be interpreted to permit MCI to abrogate its
contract to pass through the USF charges. 1 The Ad Hoc Telecommunications Users'
Committee has sought reconsideration or clarification of that paragraph in a petition filed in
July of 1997. We urge the Commission to grant that petition.

We believe this problem deserves urgent attention because MCI has now notified Federated
of its intention to raise Federated's rates as of January 1, apparently in reliance on MCl's
reading of paragraph 851. In particular, MCI has told Federated (and presumably other MCl
customers) that the Commission "has changed the rules relating to the charges that all long
distance carriers must pay to access local networks and support universal service programs."
MCI states that new rules "result in several significant costs that must be addressed by all
long distance providers" and goes on to cite the following:

I Federal-State Joint Board on Universal Service, Report and Order, 62 Fed. Reg. 32862 (June 17, 1997).
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• a "National Access Fee," which MCI describes as a pass-through from the end-
user customer to the local exchange carrier; and

• a "Federal Universal Service Fee," which MCI describes as something that
"will apply to business and residential users oftelecom services."

A copy of this MCI communication is attached for your convenience.

This material is misleading insofar as it implies that the Commission has imposed these
charges on Federated and other end-users, and that Mel is doing little more than
administering the program. The material also is misleading in that it neglects to mention that
decreases in MCl's costs for switched access of more than one-cent per minute were ordered
by the Commission on the same day that orders were issued in connection with Universal
Service and PICCs.

We are reasonably confident that the net effect of these three orders is to decrease MCl's
overall costs of providing service. Thus, MCI's attempts to increase rates are not justified by
the combined effect of the Commission's actions.

MCl's effort to abrogate a carrier/customer arrangement in reliance on increases in certain
costs but without regard for simultaneous and countervailing cost decreases is an unjust and
unreasonable practice. Further, MCI's effort to mislead its customers as to the intent and
impact of the Commission's orders is similarly unjust and unreasonable.

We therefore encourage the Commission to act promptly and favorably on the
reconsideration petition referenced above in order to avoid any interference with the
workings of the competitive market place. We also ask that the Commission treat this letter
as an informal complaint.

Very truly yours,

n'---- ~ ....,,---.. ......

Carol A. Sanger
Vice President Corporate Affairs
Federated Department Stores, Inc.
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